AR68 


ANNUAL REPORT 2002 


innovation performance leadership 


Sales Offices and Warehouses ‘sales office only 


IPL Products, Ltd. IPL Inc. (Toronto) IPL Inc. (Detroit) * 
10 Forbes Road 111 Advance Blvd. 200 E. Big Beaver 


Northboro, Brampton, Ontario Troy, Michigan 
Massachusetts . L6T 4H8 48083 USA 
01532 USA 


Plants and Sales Offices 


IPL Inc. IPL Prelude Corp. IPL Plastics Ltd. IPL Inc. IPL Estrie Inc. 

140 Commerciale St. 6135 Morton 20 Boyd Street Extrusion Division 2095 Dandenault St. 
Saint-Damien Industrial Parkway Edmundston - 130 Aubé Street Lawrenceville 
Quebec Windsor, Ontario New-Brunswick Saint-Lazare, Quebec Quebec 


GOR 2Y0 N9J 2L3 E3V 4H4 GOR 3J0 JOE 1WO 


IPL Inc. is a leading North American producer of 
injection-and extrusion-molded plastic products for 
various industries. Founded in 1939, the Company now 
employs more than 1,000 people and manufactures and 
markets over 400 products at its five plants located in 
Saint-Damien, Saint-Lazare and Lawrenceville, Quebec, 
and in Windsor, Ontario, and Edmundston, New Brunswick. 
In particular, IPL designs packaging and handling 
containers for the agri-food, chemical, forest products, 
petrochemical, telecommunications, construction 

and integrated waste management industries. 

It also provides high-tech, value-added custom molding 
services for the automotive, telecommunications and 
transport industries, as well as for various other 
industrial uses. 


To ensure that its customers enjoy the best possible 
service, IPL has created a network of sales offices and 
warehouses across Canada and the United States. As 
well as streamlining marketing efforts, this network is 
a way for the Company to stay attuned and respond 
quickly to customer needs. The Company also invests 
extensive time and money to train its highly specialized 
personnel, which it considers its greatest asset. 


At IPL, product quality and the use of new technologies 
are of primordial importance. IPL works hard to set 

' itself apart from the competition through the optimal 

’ quality of its products, and over the years has obtained 
major certifications such as ISO 9001, QS 9000 
(automotive industry) and HACCP/IMS (food industry). 


Targeting the North American market, IPL is among 
Quebec’s most thriving companies. 


Sectors 


Industrial Packaging 


Products : Pails, containers 
Plant: Saint-Damien, Quebec 
Markets: Agri-food, construction, chemicals 
Retail Packaging 
Products : Small square, round and rectangular containers 
Plant : Edmundston, N.B. 
Markets : Agri-food, construction, chemicals 


Materials Handling 

Products : Lobster crates, maple syrup barrels, 
multi-functional flap boxes, agri-food containers, 
fish totes, telephone/coax reels 

Plants : Saint-Damien, Quebec, Lawrenceville, Quebec, 

Windsor, Ontario 

Markets: Agri-food, telecommunications, fisheries, 
transportation 


Waste Management 

Products : Wheeled carts, biocarts/organic crates, 
recycling boxes 

Plant : Saint-Damien, Quebec 

Markets : Municipalities, commercial, industrial 

Automotive 

Products : Running boards, window seals, shrouds, 
rocker panels, trim panels 

Plants: Saint-Lazare, Quebec, Saint-Damien, Quebec, 

Windsor, Ontario 

Markets : Tier 1 suppliers to the “big three” 
automobile manufacturers 


Industrial Custom Molding 
Products : R-V components, railway insulators, 
freon crates, pavings 
Plants: Saint-Damien, Quebec, Lawrenceville, Quebec, 
Windsor, Ontario 
Markets : Recreational and rail transportation 


Extrusion 
Products : Syrup tubing, fiber optic tubing, 
moldings, profilings 
Plant: Saint-Lazare, Quebec 
Markets : Maple syrup production, gardening, 
furniture, automotive, telecommunications 


Financial Highlights 


Twelve months ended Growth Sept. 28 
(in thousands of dollars, rate 2002 
except per share amounts) 
Sales 9.6% $ 206,023 
EBITDA _ 12.9% $ 37,248 
EBITDA margins ae 18.1% 
EBT 36.6% $ 20,656 
EBT margins 10.0% 
Net earnings 38.5% $ 13,491 
Net earnings margins 6.5% 
Earnings per share 

Basic* 39.6% $ 1.87 

Fully Diluted** 38.3% $ 1.84 
Dividend per share 47.4% $ 0.56 
Total assets $ 176,256 
Working capital $ 29,987 
Long-term debt to capital 38.8% 
Return on equity 16.7% 
Book value per share*** $ 11.05 
Funds from operations per share* $ 3.93 
Average shares outstanding 7,198,807 
Shares outstanding at year-end 7,200,592 
Average shares fully diluted 7,316,143 


Sept. 29 
2001 

$ 187,898 
$ 32,998 
17.6% | 

$ 15,122 
8.0% 

$ 9,740 
5.2% 

\$ 1.34 
$ 1.33 
$ 0.38 
$ 166,632 
$ 31,379 
45.3% 
13.3% 

$ 9.93 
$ 3.26 
7,273,888 
7,258,550 
7,318,637 


* Adjusted according to the weighted average of common shares in circulation 
** From 2000 to 2002: adjusted according to the new CICA recommendations 
*** Note: Calculation of book value per share: Shareholders’ equity - Class “C” shares/average shares outstanding 


Net Earnings 


Sales 


(in thousands of dollars) 


(in thousands of dollars) 


Stock Information as at December 13, 2002 


Ticker symbol IPI.A 
Exchange TSX 
Stock price $23.50 
52 week high/low SPX TAO) / Salsir/6) 
PE 12.8x 
Dividend yield 2.4% 

Sept. 30 Oct. 02 Oct. 03 

2000 1999 1998 

$ 155,735 $ 135,409 $ 113,775 

$ 25,828 $ 23,887 $ 19,756 

16.6% 17.6% 17.4% 

$ 11,671 $ 12,813 $ 10,693 

7.5% 9.5% 9.4% 

$ 8,233 §$ 8,381 $ 7,034 

5.3% 6.2% 6.2% 

$ ALAS tS 1.15 $ 0.97 

$ 112 6S 1.12 $ 0.95 

$ 0.32 $ 0.33 $ 0.28 

$ 167,020 $ 121,981 $ 95,087 

$ 23,725 $ 21,675 $ 17,631 

45.4% 36.2% 22.4% 

12.4% 13.9% 12.9% 

$ 8.99 $ 8.13 $ 7.31 

$ 2.88 $ 2.46 $ 2.07 

7,279,250 7,279,250 7,277,750 

7,279,250 7,279,250 7,279,250 

7,650,306 7,671,696 7,566,977 


Funds from Operations 
(in thousands of dollars) 


Message,to Shareholders 


As was the case the previous year, fiscal 
2001-2002 was highly profitable for IPL. Your 
Company also significantly extended its 
competitive edge during the period. Moreover, 
IPLs pledge to create long-term shareholder 
value translated into meaningful progress in 
terms of reduced production costs and 
improved productivity, generating savings that 
were reinvested into areas with potential for 
greater sales and an expanded market share. 


IPL ended the 2001-2002 fiscal year on a 
high note, posting record sales and net earnings. 
Sales for the twelve-month period ended 
September 28, 2002 rose 9.6% to $206.0 million. 
Reflecting the Company’s productivity gains 
and the overwhelming success of its expanded 
range of higher value-added proprietary 
products, earnings before amortization, 
financial expenses and income taxes (EBITDA) 
firmed to $37.2 million or 18.1% of 
consolidated sales, compared to $33.0 million 
or 17.6% of total sales for 2000-2001. Net 
earnings tracked last year’s trend, climbing by 
38.5% to $13.5 million or $1.87 per share, 
compared to $9.7 million or $1.34 per share 
a year earlier. Consequently, return on 
shareholders’ equity increased from 13.3% in 
2000-2001 to 16.7% this past year. 


Creating Solid Value 


Up by close to 20.0% to $28.3 million in 
2002, funds generated from operations afforded 
IPL the flexibility it needed to pay down 
long-term debt by $9.6 million and reduce its 
long-term debt-to-equity ratio by 20 basis 
points, to 0.63:1 at September 28, 2002. 


As forecast at the beginning of the year, 
IPL generated the funds required to fuel its 
growth and invest $16.0 million to develop new 
proprietary molds and auxiliary equipment, and 
to acquire a more powerful piece of equipment 
with improved production capacity. 


For the second year running, IPL took 
advantage of sustained earnings growth to 
enhance shareholder value, boosting the annual 
dividend paid on each multiple voting share by 
47.4% to $0.56 per share, and buying back 
$3.3 million worth of its shares on the market. 


Winning Development Strategy 


The solid results for the past year illustrate 
the validity of the business model adopted by 
IPL in recent years, centered on customer 
satisfaction and operating efficiency. This 
approach is reflected in our commitment to the 
ISO 9001, QS 9000 and HACCP international 
standards, and now, in the steps taken to obtain 
the ISO 14001 certification, a goal that could be 
achieved as early as the beginning of 2003. 


Revolving around the three main axes 
of productivity enhancement, development 
and marketing of complementary proprietary 
products and broadening of our customer base, 
this development strategy, which will once 
again guide IPIl’s next growth phase, targets 
a single objective: improving your Company's 
performance. 


Rémi Métivier 


Jean-Yves Bacle 


Julien Métivier 


Mission Accomplished 


The business objectives underlying our 
growth strategy were all achieved in 2002. In 
the ongoing search for solutions to maximize 
productivity and sharpen our competitive edge, 
we have used higher-performance machinery 
and optimized work methods to bring down 
production costs by considerably reducing 
waste, controlling labour costs and limiting 
downtime. 


As in previous years, innovation was at the 
forefront as we worked on the design and 
development of more than 15 proprietary 
products and 125 molds. Some 25 of these serve 
in the manufacturing of products for the 
packaging, materials handling and waste 
management markets, and approximately one 
hundred are for use in the automotive, 
industrial custom molding and extrusion 
sectors. 


In the constant drive to stimulate sales and 
profitability, we also expanded our sales 
network to broaden our American customer 
base. Despite the persistent tightening that 
characterized the economic activity in the 
United States in recent months, IPL managed to 
raise its profile south of the border, with U.S. 
sales accounting for 37.3% of the total in 2001- 
2002, compared to 36.4% in 2000-2001 and 
32.7% in 1999-2000. 
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Human Resources: the Heart and Soul of IPL 


True to our pledge to create a stimulating 
work atmosphere for our employees that 
favours the emergence of a business culture that 
meshes perfectly with IPL’s competitive environ- 
ment, we continue to place a high value on 
training. The results are proof positive that this 
stimulates our employees’ creativity and talents, 
for the greater benefit of our customers. 


The health and safety of our employees 
also figure prominently in IPL top priority 
organizational values. In 2001-2002, these 
considerations led to the adoption of an official 
policy setting out the Company’s health and 
safety practices. This process, which involves all 
personnel, lays the foundation for the imminent 
implementation of an integrated risk mana- 
gement system, and will enable IPL to hone its 
competitive edge by systematically integrating 
the notion of accident prevention into the 
product and equipment design, development 
and manufacturing processes. 


Finally, the harmonious relations between 
IPL and the organizations representing its 
unionized employees were reflected in the 
ratification last May of a five-year labour 
agreement with the labour union at its Estrie 
plant. 


Outlook 


Fortified by the developments of the past 
year, IPL enters 2002-2003 stronger and better 
positioned than ever before. We are confident 
that we will achieve the financial objectives set 
several years back, particularly in terms of sales 
and profitability growth. 


These objectives are within our reach 
because, as in the past, we will foster organic 
growth and responsible resource management, 
an approach that specifically involves: 


¢ Development of multicavity molds and 
marketing of innovative, value-added 
proprietary products destined primarily 
for the packaging and materials handling 
industries; 


Ongoing expansion of the American sales 
network, backed by additional marketing 
and research and development resources, 
enabling IPL to consolidate its presence in 
the American Northeast and Midwest; and 


e Prudent management of financial resources, 
meaning capital expenditures of about 
$20 million for the purchase of a large 
number of molds for the manufacture 
of proprietary products, acquisition of 
numerous machines with enhanced 
production capacity, and improvements 
to plant productivity. 
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EL ahead 


Overview 


i 
IPL designs, develops, manufactures and markets over 400 thermoplastic resin 
products for a diversified clientele representing a multitude of industries, including 
agri-food, chemical products, telecommunications, fisheries, transport and integrated 
waste management. This diversification of products and markets minimizes the impact 
of economic cycles on the Company’s results. 


Products manufactured by IPL are molded by injection and extrusion. The first of these | 
processes involves introducing resin granules into a hot cylinder. The resin is melted, 
then injected into a water-cooled mold. Once formed, the plastic part is removed from 
the mold. In the extrusion process, the resin is melted in exactly the same way as in 
the injection process. The melted resin is forced out of the hot cylinder through a mold 
that gives it the desired size and shape. The molded product is then introduced into a 
cooling system before being shaped into its final form. 


IPL’s activities are grouped into two divisions: packaging products and industrial 
products. The latter is broken down into two additional sub-groups, namely materials 
handling and automotive/custom molding/extrusion. In 2001-2002, packaging 
products represented 44.2% of the Company’s sales, with materials handling and 
automotive/custom molding/extrusion accounting for 18.7% and 37.1% respectively. 


IPL has five production plants in Canada. Three are located in Quebec (Saint-Damien, 
Saint-Lazare and Lawrenceville), and the two others are in New Brunswick (Edmundston) 
and Ontario (Windsor). These plants are all equipped with state-of-the-art machinery 
that enables them to manufacture a broad range of superior quality products. 


IPL operates a vast distribution network that, through its own sales representatives 
and sales agencies, serves over 2,000 customers in Canada and the United States. 
This network includes regional sales offices and warehouses strategically located 
in each territory served. 


Packaging Products 


~ Sales of packaging products grew at a 
moderate pace in 2001-2002. As was the case 
the previous year, retail packaging products 
" posted the strongest gains and met targets due 
to the popularity of the Shure Lock® family of 
containers and the success of the Company’s 
intensive marketing strategy, especially in 
Canada. Given the economic slowdown, sales 
of industrial packaging products did not meet 
expectations, particularly in the Canadian 
market. 


Improved productivity at the Saint-Damien 
and Edmundston plants, combined with opti- 
mization of the product range and the higher 
proportion of sales attributable to higher value- 
added containers, translated into substantially 
higher operating profit margins for packaging 
operations in 2001-2002. 


Like last year, the Shure Lock® family of 
containers, notably the square version, fuelled 
the growth in retail packaging products in 2001- 
2002. A rectangular Shure Lock® container was 
added this year to the existing line of round-and 
square-shaped containers. Shure Lock® con- 
tainers have caught on quickly in the past two 
years. The popularity of these products, which 
are intended mainly for the food industry, is 
essentially due to the many advantages enjoyed 
by their users, the main ones being an 
innovative, no-film, removable-strip safety 
system, a distinctive design, a large print surface 


for more effective customer brand positioning, 
and considerable space savings for shipping, 
storage and store display in comparison to 
conventional containers. 


In order to sustain its rate of growth and 
conquer new markets, the Company revised its 
marketing and research and development 
strategy to foster interaction between these 
departments and improve the consulting and 
technical support services offered to customers. 
This initiative, which resulted in the hiring of 
additional sales staff and the creation of 
specialized work units for each area of activity, 
quickly bore fruit, as the Company signed 
several new supply contracts during the year, 
including one involving a leading Canadian 
food distributor. 


Outlook 


Management expects sales of packaging products 
to show a strong performance in 2002-2003. The 
Company is relentlessly pursuing its marketing 
strategy based on the diversification of products, 
customers and geographic markets, which will help 
strengthen its positioning in all its target markets. 
While not neglecting the Canadian market, IPL 

sees the development of the American market as 
essential. With the expansion of its sales network 
in the United States and the upcoming marketing of 
new pails and containers specially designed to meet 
the needs of American customers, IPL is well placed 
to take advantage of new business opportunities 
south of the border. More generally, broadening of 
some existing product lines such as the Shure Lock® 
containers and marketing of new lines of industrial 
pails will stimulate IPL’s North American sales. 
Finally, the acquisition of additional production 
equipment during the year will help increase the 
capacity of our Saint-Damien and Edmundston plants. 
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Review of Operations 


Industrial Products 


" Materials Handling 


Combined, the sales for the materials 
handling and waste management sectors were 
satisfactory in 2001-2002. This performance 
was attributable to impressive growth in sales of 
proprietary waste management products in 
Canada and the United States. However, sales 
for the materials handling sector fell short of 
management's expectations. 


Above and beyond the successful intro- 
duction of new recycling products specially 
designed for Canada and the United States, the 
signature of a major contract to manufacture 
wheeled carts for a customer in the American 
Midwest proved to be last year’s highlight in the 
waste management sector. While not entirely 
unrelated to the marketing strategy aimed at 
raising the Company's profile among the key 
players responsible for selective-stream collection 
in the United States, this large contract, for 
which delivery was executed in the fourth 
quarter, reflects the excellent reputation that 
IPL has earned over the years in this market. 


Integral to the IPL business culture, 
creativity and innovation were once again at the 
forefront in the materials handling and waste 
management sectors this year. New materials 
handling products were introduced, including 
in particular the FlapNest™ 2115 multifunc- 
tional attached-lid containers and a complete 
series of SmartCrate™ collapsible containers for 
various industries. Innovative and effective, 
these new products reaffirm IPs pledge to 
provide its existing and new customers with 
attractive solutions that bolster their 
commercial success year after year. 


Similarly, the Company invested a large 
sum in the development of new molds for 
higher-performance wheeled carts that will be 
marketed beginning next spring. The use 
of these advanced technologies will enable 
IPL to extend its competitive edge and 
consolidate its position as a leader in the 
North American recycling and selective-stream 
waste collection market. 


This year’s key developments indicate healthy 
growth in materials handling and waste manage- 
ment sales as well as intense production activity 
in 2002-2003. The Company plans to step up its 
marketing programs, in particular adding sales and 
marketing staff in the United States. Marketing of 
a new reusable plastic SmartCrate™ container for 
the meat industry, introduction of an attached-lid 
container for the distribution of various products, 
and marketing of a brand new crate for the 
management of recyclable materials will also 
stimulate the Company’s sales on both sides 

of the border in 2002-2003. 


Industrial Products 


Automotive /Custom Molding/Extrusion 


Fiscal 2001-2002 was a good year for the 
automotive, industrial custom molding and 
extrusion sectors. Automotive and industrial 
custom molding product sales grew on the 
strength of nearly record new vehicle 
production in North America and the solid 
performance demonstrated by the recreational 
vehicle industry since the fall of 2001. The 
extrusion sector also showed renewed growth 
consistent with the objectives set by manage- 
ment at the beginning of the year. 


The development prospects for the indus- 
trial custom molding and automotive sectors 
brightened considerably in the second quarter 
of fiscal 2001-2002 with the signature of new 
contracts and the extension of existing com- 
mercial agreements for a total of $45 million 
over three to five years. 


Progress was made during the year on 
various research and development programs 
related to new processes for the manufacturing 
of automotive parts and components. Strate- 
gically situated to serve the U.S. and Ontario 
markets, the Windsor plant was the site of many 
of these initiatives aimed at strengthening IPL’s 
position as the leading Tier 2 supplier of plastic 
components to the automotive parts manu- 
facturing industry. 


The Ontario facility’ contribution to the 
growth in the automotive sector activities was 
also reflected by winning significant production 
from the competition during the year. 


With an eye to innovation, the Company's 
extrusion sector developed a record number of 
new applications for a variety of industries in 
2001-2002. Today, the extrusion sector uses an 
entirely new process enabling it to manufacture 
value-added automotive products, and is less 
dependent on the maple sap collection and 
telecommunications industries for sustained, 
long-term growth in profitability. This approach 
reflects the Company’s resolve to increase the 
proportion of its sales from products for which 
it holds the intellectual property. 


In line with its development strategy aimed 
at attracting new customers and penetrating 
new markets in Canada and the United States, 
the Company recruited new sales personnel in 
the past year to support the marketing of new 
products and applications by the automotive, 
industrial custom molding and extrusion sectors. 


Outlook 

The automotive/custom molding/extrusion sectors 
should turn in a more moderate performance in 
2002-2003. Growth should be particularly strong 

in the industrial custom molding sector, which is 
presently well placed to win new contracts to 
manufacture high tonnage, technically advanced 
parts for various markets. Activity is expected to 
be more tempered in the automotive sector, which 
will enter a consolidation phase. Nevertheless, 

two large projects involving automotive industry 
participants aimed at the development of economic, 
high-performance technical solutions could soon 
move from the prototype stage to commercialization. 
Such a development would effectively solidify IPL’s 
competitive advantage in the automotive industry. 
Meanwhile, the extrusion sector is expected to 
maintain the upward course that it began last year. 
All in'all, the Company expects to post gains in 
sales volumes and revenue source diversification in 
2002-2003 by marketing new value-added products 
using proprietary processes, developing new niche 
markets, strengthening its sales network in Canada 
and the United States and broadening its 
customer base. 
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Management Discussion and Analysis Fangs Béchard 
and Operating Results © 


is analysis of the Company's financial position and operating results is provided to give the reader 
view of any substantial changes in financial position and operating results that occurred between 
liber 29, 2001 and September 28, 2002. 


Operating Results 

The Company had total sales of $206.0 million for the year ended September 28, 2002, compared to 
$187.9 million the previous year. This 9.6% increase in consolidated sales reflected the strong performance of 
high value-added proprietary products and significant expansion of the Company’s activities in the United States 
and Canada. 
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Revenues by Division 

The packaging products division, which specializes in the development of thin-walled containers intended 
primarily for the food industry and industrial pails, saw revenues increase by 4.5% in 2001-2002 to $91.1 million, 
up from $87.2 million the previous year. 


The solid performance of containers for recycling and selective-stream waste collection and, to a lesser extent, 
of the newly introduced rigid and collapsible crates and baskets, boosted sales for the materials handling division 
to $38.6 million for 2001-2002, a 16.3% increase over revenues of $33.2 million the previous year. 


Sustained demand for automotive parts and products for the recreational vehicle market generated revenues 
of $76.3 million for the automotive/custom ietBine/emiergn division in 2001-2002, 13.1% higher than last year’s 
sales of $67.5 million. 3 


Geographic Review ae 

Despite the economic weakness that has prevailed in the United States since the fall of 2004, sales attribu- 
table to American operations totalled $76.9 million in 2001-2002, or 37.3% of the Company’s consolidated sales, 
compared to $68.3 million or 36.4% of consolidated sales last year. The 12.6% growth in U.S. sales achieved in 
the past year confirms the validity of recent management initiatives that included the hiring of additional sales 
representatives to develop the American Northeast and Midwest markets, and marketing of a diversified product 
range more suited to the needs of American institutional customers. ; 
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Operating and Financial Expenses 

Operating expenses, which consist of the cost of goods sold plus manufacturing, sales and administrative 
expenses, totalled $169.5 million in 2001-2002 compared to $156.0 million the year before. Operating expenses 
as a percentage of sales declined from 83.0% in 2000-2001 to 82.3% in 2001-2002, reflecting additional progress 
made by the Company in improving productivity and tightly managing operating costs. These operating and financial 
gains offset the costs that the Company incurred in its intensive drive to develop new molds, launch new products 
and penetrate new geographic markets. 


Earnings before amortization, financial expenses and income taxes (EBITDA) grew by $4.2 million in 2001-2002 
to $37.2 million for an operating margin of 18.1%, compared to $33.0 million or 17.6% of sales the previous year. 
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Depreciation of fixed assets and amortization of deferred charges and goodwill amounted to $13.3 million 
in 2001-2002 compared to $13.0 million last year. The increase of $267,000 or 2.0% in total depreciation and 
amortization expenses in 2001-2002 was essentially due to greater depreciation of fixed assets resulting from 
some $15.1 million in capital expenditures invested since the end of the previous year to develop additional molds 
and commission new, higher-performance production equipment. 


Financial expenses fell by 32.0% to $3.3 million in 2001-2002, down from $4.8 million last year. This substantial 
drop in financial expenses is mainly attributable to a 15.8% reduction in long-term debt (including the current 
portion) to $51.1 million, as well as the decline in interest rates, factors that were partially offset by an increase 
in bank loans contracted by the Company to meet its temporary cash requirements. 


Earnings before income taxes amounted to $20.7 million in 2001-2002, a 36.6% increase from $15.1 million 
in 2000-2001. 


Income taxes for 2001-2002 were $7.2 million for an effective tax rate of 34.7%, compared to $5.4 million or 
35.6% in 2000-2001. The decrease in the effective tax rate was in large part due to a small cut in the Company's 
marginal tax rate for this year, which was nonetheless partly offset by lower tax deductions on earnings from 
manufacturing and transformation activities. 


Net Earnings | 

Net earnings for 2001-2002 were $13.5 million or $1.87 per share ($1.84 on a fully diluted basis), 
38.5% higher than the $9.7 million or $1.34 per share ($1.33 on a fully diluted basis) recorded in 2000-2001. 
Net earnings as a percentage of sales grew to 6.5% this year compared to a net profit margin of 5.2% last year. 


Dividend 


The Company maintained its quarterly multiple voting share dividend policy in 2001-2002. A total of $0.56 per 
share was paid out to shareholders over the past year, compared to $0.38 in 2000-2001. 


Cash and Financial Resources 

Internally generated funds totalled $28.3 million in 2001-2002, up 19.4% from $23.7 million the previous year. 
Higher earnings combined with growth in adjustments for future income taxes and for depreciation of fixed assets 
and amortization of deferred charges and goodwill were primarily responsible for the rise in internally generated 
funds in 2001-2002. 


Operating assets, which consist of accounts receivable, inventories, molds for sale and prepaid expenses, 
showed a net increase of $7.9 million in 2001-2002. Offset by growth of $5.1 million in accounts payable and 
income taxes payable, this increase reduced cash flow from operating activities by $2.8 million to $25.5 million 
for 2001-2002. In 2000-2001, cash flow from operating activities was $26.3 million, including a contribution of 
$2.5 million from changes in non-cash working capital items. 


EBITDA Working Capital 


(in thousands of dollars) (in thousands of dollars) 


Accounts receivable totalled nearly $37.0 million in 2001-2002 compared to $34.7 million in 2000-2001. The 
$2.3 million increase in amounts owing on products sold and the various services provided reflects the Company’s 
higher consolidated sales. Accounts receivable in fact grew at a slower pace than sales, equating to 63 days this 
year compared to 66 days in 2000-2001. 


During 2001-2002, cash flow of $15.0 million was used in investing activities, unchanged from the previous 
year. The acquisition of new fixed assets required $15.1 million in cash flow, $400,000 more than last year, when 
new asset acquisitions were partially offset by net proceeds of $139,000 from asset sales. In keeping with its 
objective of limiting capital expenditures to the strict optimization of its assets, the Company developed new 
proprietary molds and acquired higher performance production equipment with enhanced capacity that enables 
it to offer its customers innovative, higher-quality products at a lower cost. 


Cash flow of $10.5 million was used in financing activities in 2001-2002 compared to $10.8 million the previous 
year. The Company repaid a net amount of $9.6 million on its long-term debt from cash flow in 2001-2002, having 
added $5.3 million to long-term debt in 2000-2001. Instead, the Company took out bank loans for $4.9 million in 
the past year to finance its capital expenditures. In order to enhance the value of its shareholders’ investment, the 
Company also applied $3.3 million toward the repurchase of 197,700 shares for cancellation in 2001-2002, having 
spent $215,000 in 2000-2001 to repurchase 20,700 shares. Furthermore, 139,742 stock options were exercised 
in 2001-2002 pursuant to the Company’s stock option plan for proceeds of $1.2 million. Finally, the Company paid 
out $4.0 million in dividends on multiple voting shares in 2001-2002 compared to $2.8 million last year. 


Financial Position 


At September 28, 2002, the Company had working capital of nearly $30.0 million compared to $31.4 million 
at the end of last year. The working capital ratio for 2001-2002 was 1.75:1 compared to 2.01:1 in 2000-2001. 
Despite the slight decrease in working capital, the Company has ample cash to meet its current requirements. 


Shareholders’ equity amounted to $80.7 million at September 28, 2002 compared to $73.4 million at 
September 29, 2001. The 10.0% growth in this item is essentially attributable to a $6.7 million increase in retained 
earnings for 2001-2002, which is net of a premium of $2.7 million paid to repurchase multiple voting shares and 
$4.0 million in dividends paid out to shareholders. 


During the past year, long-term debt (including the current portion) decreased by $9.6 million to $51.1 million, 
down from $60.7 million in 2000-2001. Consequently, the Company boasts a solid capital structure, 
perfectly suited to its needs. This is confirmed by the long-term debt-to-equity ratio, which stood at 0.63:1 at 
September 28, 2002 compared to 0.83:1 a year earlier. 


Subsequent Events 


Given the Company's performance in recent years, the Board of Directors approved a special non-recurring 
dividend of $0.14 per multiple voting share on December 12, 2002, payable on January 10, 2003 to shareholders 
of record on December 27, 2002. 


Outlook 


The outlook for 2002-2003 is positive for IPL. Notwithstanding the general North American economic climate, 
management practices aimed at both efficiently increasing market share and continuously improving productivity 
should translate into sustained growth in sales and profitability for all divisions in 2002-2003. Marketing of new 
products and the hiring of additional sales representatives for the Ontario and U.S. markets are two factors that will 
contribute to diversifying the Company’s revenue sources, broadening its customer base, improving its competitive 
position and increasing its profit margins. Finally, tight management of costs and operating assets combined with 
ongoing repayment of long-term debt will allow IPL to remain one the most competitive players in terms of costs, 
and to generate an attractive return on invested capital. 


Risks and Uncertainties 

Nearly 70% of the Company’s sales are affected by the price of raw materials, namely plastic resins derived 
from petroleum products. In order to reduce its sensitivity to price fluctuations, the Company includes a clause 
in its contracts regarding transfer of risk to customers. 
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Long-term Debt Shareholders’ Equity 


(in thousands of dollars) (in thousands of dollars) 


A significant portion of the Company’s sales is in U.S. dollars and is therefore a function of the Canadian- 
American dollar exchange rate. This risk is nonetheless limited, as an equally large portion of the Company's 
product purchases and operating costs is also in U.S. dollars. 


In the normal course of business, the Company is subject to financial losses resulting from a third-party’s 
disregard for its financial commitments to the Company. Consequently, the Company has adopted a credit-risk 
management policy that in particular provides for regular review of the solvency of each of its customers. With 
the goal of reducing the uncertainty related to the recoverability of amounts receivable, the Company also closely 
examines the credit history of each new customer. The Company is of the opinion, however, that the diversity of 
its activities and size of its customer base help reduce the credit risk to which it is exposed. 


Forward-looking statement 


Statements made in this analysis, other than historical financial results, may be considered as forward-looking 
statements. These statements express the current beliefs and expectations of management about the Company's 
future results and performance. These factors may include, but are not limited to, fluctuations in interim results, 
changes in level of demand for the Company’s services and the impact of competitive price pressures, as well as 
general market trends and changes in economic conditions. Consequently, readers are advised that actual results 
could differ materially from those anticipated. 


Selected Quarterly Financial Information 
(in thousands of dollars, except per share amounts) 


q First Second Third Fourth’ 
(unaudited) Total Quarter Quarter Quarter Quarter 
For the fiscal year ended 
September 28, 2002 
Sales $ 206,023 $ 48,256 $ 45,422 $ 59,185 $ 53,160 
Net earnings $ 13,491 $ 2,463 Si 2a $ 4,327 $ 3,990 
Earnings per share 
Basic $ 1.87 $ 0.34 Salo $ 0.61 $ 0.55 
Fully diluted $ 1.84 $ 0.34 $ /0.36 $ 0.59 $ 0.55 
For the fiscal year ended 
September 29, 2001 
Sales $ 187,898 $ 42,645 $ 46,754 $ 51,790 $ 46,709 
Net earnings $ 9,740 Cs al ale $92,120 $ 2,794 $ 3,114 
Earnings per share 
Basic $ 1.34 $ 0.24 $ 0.29 $ 0.38 $ 0.43 


Fully diluted $ 133 $ 0.24 § O29 $ 0.38 $ 0.42 


Consolidated Financial Statements 


Management Report 

The annual report of IPL Inc. for the year ended September 28, 2002, and the consolidated financial 
‘statements included therein, were prepared by the Company’s Management and approved by the Board 
of Directors. The Audit Committee of the Board is responsible for reviewing the consolidated financial 
statements and for ensuring that the Company’s internal control systems, management policies and 
accounting practices are adhered to. 


The consolidated financial statements contained in this annual report have been prepared in 
accordance with the accounting policies which are enunciated in the notes to the financial statements 
and which Management believes to be appropriate to the activities of the Company. The external 
auditors appointed by the Company’s shareholders, Samson Bélair Deloitte & Touche, S.E.N.C., have 
audited these consolidated financial statements and their report appears below. 


All information given in this annual report is consistent with the consolidated financial statements 
included herein. ; . 


Gp tnd 


Francois Béchard i 
Chief Financial Officer and Secretary 


Auditors’ Report 
To the Shareholders of IPL Inc. 


We have audited the consolidated balance sheets of IPL Inc. and its subsidiaries-as at September 28, 
2002 and September 29, 2001 and the consolidated statements of earnings, retained earnings and cash 
flows for the years then ended. These financial statements are the responsibility of the Company's 
management. Our responsibility is to express an opinion on these financial statements based on our 
audits. : 

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. - 

In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Company as at September 28, 2002 and September 29, 2001 and the results of 
its operations and its cash flows for the years then ended in accordance with Canadian generally 
accepted accounting principles. 


ee Ped or 
Boek eee 
Y aot s © Seusctra 


- Samson Bélair Deloitte & Touche, S.E.N.C.. 
Chartered Accountants 
November 22, 2002 


Consolidated Statements of Earnings 


years ended 
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September 28 


September 29 


(in thousands of dollars) 2002 2001 
Sales $ 206,023 $ 187,898 
Operating expenses 169,508 155,983 
Amortization of deferred grants ( 492) ( 480) 
Other revenue, net ( 241) ( 603) 
168,775 154,900 
Earnings before amortization, financial expenses and income taxes (EBITDA) 37,248 32,998 
Depreciation of fixed assets 12,514 12,191 
Amortization of deferred charges and goodwill 785 841 
Financial expenses 3,293 4,844 
16,592 17,876 
Earnings before income taxes 20,656 15,122 
Income taxes (Note 12) 7,165 5,382 
Net earnings $ 13,491 $ 9,740 
EI OO EEE ——E—E—————E——————————— 
Net earnings per share (Note 13) 
Basic $ 1.87 $ 1.34 
Diluted $ 1.84 $ 1.33 
References: 


Grants (Note 10) and interest (Notes 8 and 9) 


Consolidated Statements of Retained Earnings 


years ended 
(in thousands of dollars) 


September 28 
2002 


September 29 
2001 


Dividends 


Balance at beginning $ 50,223 $ 43,398 
Net earnings 13,491 9,740 
63,714 53,138 
Premium on repurchase of multiple voting shares (Note 11) ( 2,745) ( 152) 
( 4,042) ( 2,763) 
Balance at end $ 56,927 $ 50,223 


 ——————— 


Consolidated Balance Sheets 


(in thousands of dollars) As at As at 
September 28 September 29 
2002 2001 
Current assets 
Accounts receivable — Trade $ 30,856 $ 28,839 
Accounts receivable — Other 6,124 5,850 
Inventories (Note 3) 27,060 24,764 
Molds for sale 4,853 1,838 
Prepaid expenses 1,169 1,027 
70,062 62,318 
Deposits on acquisition of fixed assets 3,263 1,856 
Fixed assets (Note 4) 96,628 95,572 
Intangible assets (Note 5) 3,406 3,497 
Deferred charges (Note 6) 2,385 2,197 
Other assets (Note 7) 512 1,192 
$ 176,256 $ 166,632 
Current liabilities 
Bank loans (Note 8) $s 5,662 $ 727 
Accounts payable and accrued liabilities — Trade 19,188 15,993 
Accounts payable and accrued liabilities — Other 2,857 2,639 
Income taxes payable 3,063 1,405 
Future income taxes 395 263 
Current portion of long-term debt (Note 9) 8,910 9,912 
40,075 30,939 
Long-term debt (Note 9) 42,214 50,815 
Future income taxes 13,271 11,523 
95,560 93,277 
Shareholders’ equity 
Capital stock (Note 11) 23,769 23,132 
Retained earnings 56,927 50,223 
80,696 73,355 
$ 176,256 $ 166,632 


On behalf of the Board, 


Rémi Métivier, Director 


oa 


ulien Métivier, Director 


Consolidated Statements of Cash Flows 


years ended 
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September 28 


September 29 


(in thousands of dollars) 2002 2001 
Operating activities 
Net earnings $ 13,491 $ 9,740 
Adjustments for: 
Depreciation of fixed-assets and amortization of deferred charges and goodwill 13,299 13,032 
Amortization of deferred grants ( 492) ( 480) 
Future income taxes 1,880 1,379 
Loss on disposal of fixed assets 146 57 
Internally generated funds 28,324 23,728 
Changes in non-cash working capital (Note 14) ( 2,808) 2,546 
Cash flows from operating activities 25,516 26,274 
Investing activities 
Acquisition of fixed assets and deposits on acquisition of fixed assets ( 15,096) ( 14,696) 
Disposal of fixed assets 139 178 
Increase in deferred charges ( 882) ( 971) 
Changes in other assets 806 503 
Cash flows from investing activities ( 15,033) ( 14,986) 
Financing activities 
Long-term loan 229 12,049 
Repayment of long-term debt ( 9,832) ( 6,759) 
Changes in short-term debt 4,935 ( 13,273) 
Grants for fixed assets 335 173 
Repurchase of multiple voting shares ( 3,349) ( 215) 
Share issue 1,241 ~ 
Dividends paid ( 4,042) ( 2,763) 
Cash flows from financing activities ( 10,483) ( 10,788) 
Increase in cash and cash equivalents ~ 500 
Cash and cash equivalents at beginning - ( 500) 


Cash and cash equivalents at end 


a 


Notes to the Consolidated Financial Statements 


Years ended September 28, 2002 and September 29, 2001 


al 


Status and nature of activities 


The Company, incorporated under Part 1A of the Companies Act (Québec), and its subsidiaries specialize in the design, 
manufacturing and marketing, in Canada and the United States, of products manufactured by an injection molding process 
using thermoplastic resin. 


Significant accounting policies 


The consolidated financial statements have been prepared in accordance with Canadian generally accepted accounting 
principles and include the following significant accounting policies: 


Basis of consolidation 


The consolidated financial statements include the accounts of the Company and those of its subsidiaries, expressed 
in Canadian dollars. 


Foreign currency translation 


The integrated foreign subsidiary’s accounts and foreign currency transactions are translated into Canadian dollars 
as follows: 


e Current assets and liabilities, at the exchange rate in effect at year-end; resulting gains or losses are included 
in earnings for the year; 


e Fixed assets and depreciation, at the historical rate; 


e Long-term debt incurred in foreign currencies, at the exchange rate in effect at year-end; resulting gains or losses 
are deferred and amortized over the remaining term of the debt. Deferred exchange gains or losses are recorded 
as deferred charges; 


e Income and expense accounts, at the average annual exchange rate. 


Valuation of inventories < 


Inventories are valued at the lower of cost and replacement cost for raw materials, and at the lower of cost and net 
realizable value for finished goods. The cost of inventories is determined substantially according to the first in, first out 
method. The cost of finished goods consists of the cost of raw materials and an applicable share of the cost of labour 
and manufacturing overhead. 


Custom molds 


The cost of custom molds includes the direct cost of subcontracting and travel as well as the applicable share of the 
cost of labour and manufacturing overhead. These costs, net of the amounts invoiced, are recognized as molds for sale 
in current assets; the excess cost or the excess revenues greater than $75,000, determined using the completed 
contract method, are deferred and amortized over the expected production life of the custom parts, without exceeding 
three (3) years. ; 


Fixed assets 


Fixed assets are recorded at cost and depreciated over their estimated useful lives according to the following methods 
and annual rates or, in the case of certain spare parts for machinery, according to their use. 


Buildings Diminishing balance 5% 
Machinery Diminishing balance 10 to 15% 
Molds Straight-line 16 7/3% 
Furniture Diminishing balance 20% 
Computer system Diminishing balance 30% 
Automotive equipment Diminishing balance 15% and 30% 


Additions to fixed assets are depreciated when put into operation. Fixed assets for major expansion projects are 
depreciated from the date of completion of the project. 


Grants related to the purchase of fixed assets are accounted for as deferred grants and applied against the fixed assets. 
These deferred grants are amortized using the depreciation rates of the related fixed assets. 


Deferred charges 


Deferred charges are amortized on a straight-line basis over the estimated useful lives of the related assets, 
not exceeding three (3) years. 
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Notes to the Consolidated Financial Statements 


Significant accounting policies (cont'd) 


Goodwill 


Goodwill represents the excess of the price paid over the net value of the tangible assets acquired on a business 
acquisition; goodwill is amortized on a straight-line basis over 40 years. In the event of a permanent impairment in value, 
goodwill will be written down to its fair value based on expected undiscounted cash flows. 


New accounting standard 


The Canadian Institute of Chartered Accountants has approved a new accounting standard for goodwill and other intangible 
assets. Under the new standard, all goodwill and intangibles with indefinite useful lives that are currently included in the 
balance sheet will no longer be amortized and will be tested for impairment to ensure their fair value remains greater than, 
or equal to, their book value. Any excess of book value over fair value will be charged to earnings in the period in which 
the impairment is determined. The Company will adopt this new standard on September 29, 2002, at which time goodwill 
arising before July 1, 2001 will cease to be amortized. For the year ended September 28, 2002, amortization of goodwill 
amounted to $91,250 ($59,312 in 2001). The Company has no other intangible assets with indefinite useful lives. 


Income taxes 

The Company provides for income taxes using the liability method of tax allocation. Under this method, future income 
tax assets and liabilities are determined based on deductible or taxable temporary differences between financial 
statement values and tax values of assets and liabilities using enacted income tax rates in effect for the years in 
which the differences are expected to reverse. 


Defined contribution pension plan 


The Company offers a group registered retirement savings plan. Pension expense for 2002 is $822,316 ($716,130 
in 2001). No future liability exists for this type of plan. 


Inventories 
(in thousands of dollars) September 28 September 29 
2002 2001 
Finished goods $ 17,853 $ 15,077 
Raw materials 9,207 9,687 
$ 27,060 $ 24,764 


a 


Fixed assets 


Net Book Value 
(in thousands of dollars) Accumulated September 28 September 29 


Cost depreciation 2002 2001 

Land $ 1,087 $ = $ 1,087 $ 934 
Buildings 42,591 12,203 30,388 31,336 
Machinery 96,013 47,673 48,340 47,897 
Molds 51,860 35,288 16,572 15,093 
Furniture 2,324 / 1,487 837 915 
Computer system Broom 3,566 1,985 2,161 
Automotive equipment SS Zr 865 838 
$ 202,604 GeeeO21530 100,074 99,174 

Deferred grants 3,446 3,602 


$ 96,628 $ 95,572 


Intangible assets 


(in thousands of dollars) 


Goodwill $ 


Deferred charges 


(in thousands of dollars) 


Project development costs 
Manufacturing process and products $ 
Custom molds 


Start-up and other costs 


Cost 


3,650 


Cost 


1,864 
1,194 
1,401 


Other assets 


(in thousands of dollars) 


Investment tax credits 


Long-term accounts receivable, bearing interest at rates varying 


from 8% to 10%, due from 2002 to 2006 
Other 


Current portion, presented under accounts receivable — other 


4,459 


Accumulated 
amortization 


$ 244 


Accumulated 
amortization 


$ 429 
582 

1,063 

$ 2,074 


Net Book Value 


September 28 
2002 


$ 3,406 


September 29 
2001 


$ 3,497 


Net Book Value ~ 


September 28 


September 29 


2002 2001 

$ 1,435 $ 1,127 
612 416 

338 654 

$ 2,385 $ 2,197 


September 28 
2002 


$ 316 


Bank loans 


September 29 
2001 


$ 756 


851 


1,648 
456 


$ 1,192 


The Company has authorized lines of credit of $35,000,000, which are secured by accounts receivable and inventories. 
These bank loans are at bank prime rate and are renegotiable in January 2003. Interest on these loans amounted to 


$166,334 for the year ($570,774 in 2001). 


Long-term debt 


(in thousands of dollars) 


Loans, secured by immovable hypothecs on land and buildings and by a hypothec 


on a universality of present and future assets of the Company * 


Fixed rate from 5.06% to 8.39%, maturing from 2003 to 2008, 


average rate of 6.46% 


Based on bank prime rate, maturing from 2004 to 2008 


Without interest, maturing from 2003 to 2008 


Balance of purchase price, 6.00%, paid during the year 


Current portion 


September 28 


September 29 


2002 2001 

$ 34,646 $ 29,862 
14,128 27,442 
2,350 2,423 

- 1,000 

51,124 60,727 
8,910 9,912 

$ 42,214 $ 50,815 


10 
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Notes to the Consolidated Financial Statements 


Long-term debt (cont’a) 
Interest on long-term debt was $2,833,267 for the year ($3,474,040 in 2001). 


Assuming the loans maturing in 2004 and subsequent years are refinanced, and using the year-end exchange rate, 
principal payments required over the next five years will be as follows: 


2003 2004 2005 2006 2007 
$8,910,000 $9,008,000 $8,502,000 $8,493,000 $6,503,000 


*These borrowing agreements contain the restictive covenants that are usually found in this type of agreement, such as regarding the disposal 
of fixed assets, payment of dividends, reduction of capital and working capital. The Company has satisfied these requirements throughout the year. 


Grants and tax credits 


During the year, the Company qualified for investment tax credits of $574,274 ($701,010 in 2001) with respect to 
capitalized research and development expenses and with respect to fixed assets. The Company also claimed scientific 
research tax credits of $824,214 ($749,674 in 2001), accounted for as other revenue in the earnings statement. Total 
research and development expenses during the year amount to $3,527,648 ($2,732,215 in 2001) and those capitalized 
to deferred charges amount to $855,430 ($524,671 in 2001). 


11. Capital stock 


Authorized 
Unlimited number of shares 
Preferred shares, non-voting, non-participating 


Classes “A” and “B”, without par value, issuable in series, the attributes of which will be determined by the board 
of directors at the time of issue 


Class “A” shares rank prior to all other classes of authorized shares with regard to dividends and capital. Class “B” 
shares rank prior to the multiple voting shares, subordinate voting shares and Class “C” preferred shares with 
regard to dividends and capital 


Class “C”, par value of $1 each. These shares, which confer upon the holder the right to a fixed, annual, non- 
cumulative dividend of $1, rank prior to the multiple voting shares and subordinate voting shares and are 
redeemable at their par value plus one tenth of one percent 


Multiple voting shares, without par value, multiple voting rights (10 votes per share), ranking prior to Class “C” shares 
with regard to capital, participating. The votes attached to the multiple voting shares are reduced to one vote per share 
where the current majority shareholders no longer constitute the controlling shareholders or where they cease to own, 
directly or indirectly, at least 35% of the aggregate shares outstanding 


Subordinate voting shares, without par value, (1 vote per share), ranking prior to Class “C” shares with regard to 
capital, participating. In the event of a buyout proposal for the multiple voting shares, a subordinate voting shareholder 
will have multiple voting rights solely for the purpose of accepting said offer , 


(in thousands of dollars) September 28 September 29 
2002 2001 


Issued and paid 


1,802,100 Preferred Class “C” shares $ 1,802 $ 1,802 
Related income taxes 660 660 

1,142 1,142 

7,200,592 Multiple voting shares (7,258,550 in 2001) 22,627 21,990 
$ 23,769 $ 23,132 


11. Capital stock (cont'd) 


During the year ended September 28, 2002, the Company purchased for cancellation 197,700 multiple voting shares for 
cash consideration of $3,348,840; the amount of $2,745,243 exceeding the paid-up capital of the shares was recorded 
as a decrease in retained earnings. 


The Company also issued 139,742 multiple voting shares for cash consideration of $1,241,250 subsequent to the 
exercise of stock options. 


Stock-based compensation plans 

Stock options 

On December 12, 1986, the Company adopted a stock option plan for senior executives for the subscription of multiple 
voting shares. These options may be exercised within 10 years. The exercise price corresponds to the share price on the 
trading day preceding the grant date. The options vest in equal instalments on each anniversary date of the grant over 
five or Six years. 


Since February 13, 1998, the plan provides that when an option carrying a right to choose between a share subscription 
and a cash payment, the option holder may request that the Company pay, when the option is exercised, a cash amount 
equal to the difference between the fair market value of the underlying shares and the option exercise price. These 
options are called tandem options so as to differentiate them from the options that do not carry the possibility of 
choosing a cash payment. 


During the year, the Company adopted a new stock option plan for the subscription of subordinate shares. The holder of 
such options may request that the Company pay, when the option is exercised, a cash amount equal to the difference 
between the fair market value of the multiple voting shares and the option exercise price. These options must be 
exercised within 10 years of the grant date, have an exercise price that corresponds to the price of the multiple voting 
share on the day prior to the grant date, and vest in equal instalments on each anniversary date of the grant over six 
years. These options are called tandem subordinate options. 


For the purposes of these plans, the Company reserved 727,525 of its multiple or subordinate voting shares of which 
534,363 options in respect of these shares have been granted as at September 28, 2002; accordingly, 193,162 shares 
could be issued in the future but only under the new tandem subordinate stock plan. 


The information regarding options granted to senior executives are detailed in the table below. 


September 28, 2002 September 29, 2001 

Weighted Weighted 

average average 

Number exercise Number exercise 

of shares price of shares price 

Outstanding at beginning 406,256 $ 10.19 371,056 $ 10.42 

Granted during the year 36,600 $ 13.04 35,200 $ 7.75 

Exercised during the year ( 139,742) $ 8.88 - $ - 

Cancelled during the year ( 34,493) $ 11.31 = $. = 
Outstanding at end 268,621 $ 


11.12 406,256 $ 10.19 


Of this number, 155,531 (184,256 as at September 29, 2001) shares relate to tandem multiple voting share 
options with a weighted average exercise price of $11.71 ($11.64 as at September 29, 2001) and 33,090 options 
(none as at September 29, 2001) are tandem subordinate options with a weighted average exercise price of $13.60 
(none as at September 29, 2001). 


As at September 28, 2002, the following stock options were outstanding: 


Options outstanding Options available for exercise 

Weighted Weighted 

Exercise Weighted average average 
price Number average exercise Number exercise 

range of shares remaining life price of shares price 

$ 5 to 10 60,968 5.76 years $ 7.07 30,000 $ 6.38 


$ 10to15 207,653 4.00 years $ 12.31. 143,282 $ 11.98 


$ SitoiS 268,261 4.25 years $ ila 173,282 $ 11,02 
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Notes to the Consolidated Financial Statements 


11. Capital stock (cont'd) 


12. 


Phantom stock options 


In addition, the Company maintains a phantom stock option plan based on the difference between the market values of 
the multiple voting shares on the trading day preceding the grant date and the average closing price for the five business 
days preceding the exercise date. The options granted vest in equal instalments on each anniversary date of the grant 
over five or six years. The options expire in ten years. The value of the options exercised is payable in equal amounts 
over three (3) years. 


As at September 28, 2002, 103,895 phantom stock options (107,364 in 2001) are granted at prices ranging from $8.85 to 
$10.65 (weighted average of $9.85). As at September 28, 2002, 27,621 options could be exercised (13,394 as at 
September 29, 2001). An amount of $347,918 (13,000 in 2001) was recorded against earnings for the year 2002. 


Income taxes 


e Income tax expense in the statement of earnings is as follows: 


(in thousands of dollars) September 28 September 29 
2002 2001 

Income taxes payable $ 5,285 $ 4,003 
Future income taxes 1,880 1,379 
$ 7,165 $ 5,382 


e Income tax expense corresponds to an effective rate of 34.7% in 2002 and 35.6% in 2001. The differences between 
income tax expense and the basic tax rates are as follows: 


(in thousands of dollars) September 28, 2002 September 29, 2001 
Tax expense at the basic rate $ 7,374 35.7% $ 5,636 37.3% 
Deduction for manufacturing 

and processing profits ( 889) ( 4.3) ( 788) ( 5.2) 
Deduction for investment ( 83) ( 0.4) ( 86) ( 0.6) 
Higher tax rates in certain provinces 

and in the United States 330 1.6 297 2.0 
Capital tax and other items 433 2.1 323 ye 

$ 7,165 34.7% $ 5,382 35.6% 


e Future income tax liabilities result from temporary differences regarding asset and liability items as follows: 


(in thousands of dollars) September 28 September 29 
2002 2001 


Long-term future income tax liabilities 


Fixed assets and deferred charges / $ 13,183 $ 11,453 
Intangible assets 88 70 
$ 13,271 $ 11,523 


Current future income tax liabilities (assets) 


Income taxes $ 103 $ 92 
Inventories ( 264) ( 218) 
Accounts receivable 669 389 
Accounts payable (113) - 

$ 395 $ 263 


13. Earnings per share 


The following table provides a reconciliation between basic and diluted earnings per share: 


September 28 


September 29 


2002 2001 
Net earnings 
Basic and diluted $ 13,491,000 $ 9,740,000 
Number of shares 
Weighted average number of multiple voting shares outstanding 7,198,807 7,273,888 
Effect of dilution of stock options 117,336 44,749 
Weighted average number of diluted multiple voting shares outstanding 7,316,143 7,318,637 
Earnings per share 
Basic $ 1.87 $ 1.34 
Diluted $ 1.84 $ 1.33 


14. Additional information to the statements of cash flows 
(in thousands of dollars) September 28 September 29 
2002 2001 
Changes in non-cash working capital items 
Decrease (increase) in current assets 
Accounts receivable $ (2,426) $ (1,589) 
Inventories ( 2,296) ( 35) 
Molds for sale ( 3,015) 2,323 
Prepaid expenses ( 142) ( 285) 
Increase (decrease) in current liabilities 
Accounts payable and accrued liabilities 3,413 (1,452) 
Income taxes 1,658 3,584 
Ss ( 2,808) $ 2,546 
Interest and income taxes paid (recovered) 
Interest $ 3,253 $ 4,795 
Income taxes $ 2,644 $ ( 61) 
15. Financial instruments 


Financial instruments are accounted for at their historical cost, which, unless otherwise indicated, approximates their fair 


value. Fair value is determined by discounting cash flows using quoted market prices. 


Financial instruments whose fair value differs from the carrying value as at September 28, 2002 are as follows: 


Carrying Fair 

value value 

Fixed-rate long-term debt $ 34,646 $ 34,831 
Non-interest bearing debt $ 2,350 $ 2,003 


Rate risk 


The Company does not use derivative financial instruments to manage exchange rate risk and reduce the impact of 
interest rate fluctuations. Exchange rate risk is reduced by the fact that the Company concludes sales and purchase 
transactions in foreign currency of approximately equal volume, and interest rate risk is reduced by the fact that the 
Company uses a combination of fixed and variable rates for long-term debt. 
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Notes to the Consolidated Financial Statements 


15. Financial instruments (cont'd) 


16. 


17. 


Credit risk 


In the normal course of operations, the Company assesses the financial condition of its existing customers on an ongoing 
basis and reviews the credit history of all new customers. No customer balance exceeds 10% of the accounts receivable 
of the Company. 


The Company believes that the diversity of its client base, by product and geographic segment, provides protection 
against sudden fluctuations in the economic conditions of local markets and reduces credit risk. 


Commitments 
As at September 28, 2002, the Company’s commitments for the acquisition of fixed assets amount to $11,103,583 
($3,632,520 as at September 29, 2001) of which $3,263,000 ($1,855,934 as at September 29, 2001) has been paid. 


The Company also has commitments for operating leases mainly for machinery. Future lease payments amount to 
$14,433,610. Payments required over the next five years are as follows: 


2003 2004 2005 2006 2007 
$3,312,636 $3,295,307 $5,843,534 $15 124567 $724,492 


Segment disclosures 


Business segments 

The Company manages its operations through two separate business units: the packaging division and industrial division 
(materials handling and custom molding). The accounting policies applicable to the business units are identical to those 
described in Note 2 “Significant accounting policies”. The Company assesses performance on the basis of earnings before 
amortization, financial expenses and income taxes (EBITDA). The Company’s assets are used by the two divisions and may 
not be allocated specifically to one business unit or the other. The financial results of these two business units are as 
follows: 


Segment disclosures 


(in thousands of dollars) September 28 September 29 
2002 2001 


Packaging products 
Total sales $ 91,124 $ 87,236 


EBITDA $ 20,097 $ 16,432 


Industrial products 


Sales — materials handling $ 38,573 $ 33,167 

Sales — automotive/custom molding $ 76,326 $ 67,495 

Total sales $ 114,899 $ 100,662 

EBITDA $ 17,151 $ 16,566 
Total 

Sales " $ 206,023 $ 187,898 

EBITDA $ 37,248 $ 32,998 


Export sales and fixed assets 


Foreign sales for the year, mainly to the United States, were approximately $76,903,000 — 37.3% of sales 
($68,329,000 in 2001 — 36.4% of sales). 


Almost all of the fixed assets owned by the Company and its subsidiaries are located in Canada. 
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